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ANNOUNCEMENT BY THE SPEAKER PRO TEMPORE

The SPEAKER pro tempore (during
the vote). Members are advised 2 min-
utes remain in which to cast their
votes.
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So (two-thirds having voted in favor
thereof) the rules were suspended and
the resolution was agreed to.

The result of the vote was announced
as above recorded.

The title of the resolution was
amended so as to read: ‘‘Recognizing
the 60th anniversary of the Liberation
of Western Bohemia by United States
Armed Forces during World War II and
the continued friendship between the
people of the United States and the
Czech Republic.”.

A motion to reconsider was laid on
the table.

————

PERSONAL EXPLANATION

Mr. WELDON of Pennsylvania. Mr. Speaker,
today, | was presenting the keynote address
at the World Russian Forum. Therefore, on
rollcall votes 153, 154, 155, and 156, | was
not recorded to vote. Had | been recorded, |
would have voted “nay” on rollcall vote 153,
and “yea” on rollcall votes 154, 155, and 156.

GENERAL LEAVE

Mr. OXLEY. Mr. Speaker, I ask unan-
imous consent that all Members may
have b legislative days to revise and ex-
tend their remarks and include extra-
neous material on H.R. 1185.

The SPEAKER pro tempore (Mr. SIM-
MONS). Is there objection to the request
of the gentleman from Ohio?

There was no objection.

———

FEDERAL DEPOSIT INSURANCE
REFORM ACT OF 2005

The SPEAKER pro tempore. Pursu-
ant to House Resolution 255 and rule
XVIII, the Chair declares the House in
the Committee of the Whole House on
the State of the Union for the consider-
ation of the bill, H.R. 1185.
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IN THE COMMITTEE OF THE WHOLE
Accordingly, the House resolved

itself into the Committee of the Whole
House on the State of the Union for the
consideration of the bill (H.R. 1185) to
reform the Federal deposit insurance
system, and for other purposes, with
Mr. BASS in the chair.

The Clerk read the title of the bill.

The CHAIRMAN. Pursuant to the
rule, the bill is considered as having
been read the first time.

Under the rule, the gentleman from
Ohio (Mr. OXLEY) and the gentlewoman
from New York (Mrs. MALONEY) each
will control 30 minutes.

The Chair recognizes the gentleman
from Ohio (Mr. OXLEY).

Mr. OXLEY. Mr. Chairman, I yield
myself such time as I may consume.

Mr. Chairman, I rise in support of
H.R. 1185, the Federal Deposit Insur-
ance Reform Act of 2005. This bipar-
tisan legislation preserves the value of
insured deposits at America’s banks,
thrifts and credit unions, advances the
national priority of enhancing retire-
ment security for all Americans, and
ensures that the benefits and costs of
deposit insurance are allocated equi-
tably and fairly among financial insti-
tutions.

Federal deposit insurance was first
established in 1934 during the Great De-
pression and has served for over 70
years as a source of stability in the
banking system and a valued safety net
for depositors. Deposits in banks and
savings associations are covered either
by the Bank Insurance Fund or the
Savings Association Insurance Fund,
while the deposits of America’s 85 mil-
lion credit union members are insured
by the National Credit Union Share In-
surance Fund.

Federal deposit insurance serves as a
guarantee to depositors in U.S. deposi-
tory institutions that up to $100,000
will be available to them in the event
that their institution should ever fail.
It both protects depositors from a sud-
den and unforeseen loss of wealth and
insulates the economy from the con-
sequences of a loss of liquidity in the
banking system.
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Shortly after I became chairman of
the newly formed Committee on Finan-
cial Services in the 107th Congress, the
FDIC, the Federal agency responsible
for administering the deposit insurance
program, recommended a number of re-
forms to the system to address struc-
tural imbalances that had emerged
since the last major overhaul of deposit
insurance following the savings and
loan crisis of the late 1980s and early
1990s.

The gentleman from Alabama (Mr.
BAcHUS), the chairman of the Sub-
committee on Financial Institutions
and Consumer Credit, got to work hold-
ing extensive hearings and drafting
comprehensive legislation incor-
porating the FDIC’s recommendations
and making other needed changes to
the system. The legislation that re-
sulted from the efforts of the gen-
tleman from Alabama passed the House
with well over 400 votes in the 107th
Congress and by an even larger margin
in the 108th.

With the other body having twice
failed to act on the legislation ap-
proved overwhelmingly by this House,
we are back this year with high hopes
that the third time will truly be the
charm in enacting this critically im-
portant legislation. The reasons for re-
forming the deposit insurance system
remain every bit as compelling today
as they were almost 4 years ago when
we first began to climb this mountain.

By merging the BIF and the SAIF
into a single deposit insurance fund,
H.R. 1185 will create administrative ef-
ficiencies and promote fundamental
fairness in the system. By giving the
FDIC more flexible tools for managing
the insurance funds according to
changing economic conditions, while at
the same time ensuring that funds are
returned to the industry in the form of
rebates and credits when cir-
cumstances warrant, H.R. 1185 will pro-
mote economic stability and address
the system’s current bias toward
charging excessive premiums at
““down” points in the business cycle.
All of these reforms command broad
consensus among banking regulators
and in the banking industry, as well as
in the House.

On the issue of deposit insurance cov-
erage levels, which have now gone a
record 25 years without being adjusted
for inflation, the legislation of the gen-
tleman from Alabama provides for in-
cremental increases that promote re-
tirement security and help to keep mu-
nicipal deposits in the communities
where they originated to serve as a
funding source for loans and other de-
velopment initiatives.

All of us recognize that the increased
coverage levels prescribed in the House
bill are what have blocked its progress
in the other body, and I have therefore
indicated that I am willing to enter-
tain compromise on that issue if it is
the price of achieving the other impor-
tant reforms contained in this legisla-
tion.

That said, it should also be noted
that H.R. 1185’s increase in base deposit
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insurance coverage from $100,000 to
$130,000 hardly constitutes a radical ex-
pansion of the deposit insurance safety
net. If coverage had merely kept pace
with inflation since 1980 when coverage
was last updated, it would now be well
over $200,000. Even going all the way
back to the $40,000 coverage amount in
effect in 1974 and indexing for inflation
from that level yields a coverage level
well above $140,000.

Let me conclude by commending
Chairman BACHUS for his leadership
and persistence in pursuing this legis-
lation over the course of three Con-
gresses. I also want to thank our com-
mittee’s ranking member, the gen-
tleman from  Massachusetts (Mr.
FRANK), who has championed several of
the specific reforms contained in this
bill and has acted throughout the proc-
ess in a spirit of bipartisan cooperation
that has become the hallmark of our
committee’s work in recent years.

Mr. Chairman, I reserve the balance
of my time.

Mrs. MALONEY. Mr. Chairman, I
yield myself such time as I may con-
sume.

I rise in strong support of the Federal
Deposit Insurance Reform Act of 2005.
This is a strong bipartisan effort. I
commend the leadership of Chairman
OXLEY and Ranking Member FRANK, as
well as Subcommittee Chair BACHUS
and Ranking Member SANDERS. This
will be, hopefully, the third time that
this Congress has passed this legisla-
tion. It has enjoyed broad bipartisan
support.

Federal deposit insurance, estab-
lished during the Great Depression to
restore confidence in the Nation’s trou-
bled banking system, has served our
country well; but no system is perfect,
and Congress has periodically revised
our deposit insurance laws in response
to changing economic and industry
conditions. There is a growing con-
sensus triggered in part by rec-
ommendations by the Federal Deposit
Insurance Corporation, FDIC, that de-
posit insurance is overdue for needed
structural reform.

H.R. 1185 would merge the Bank In-
surance Fund, BIF, and the Savings As-
sociation Insurance Fund, SAIF, into a
single fund covering all banks and
thrifts; increase per-account coverage
levels from $100,000 to $130,000; and ad-
just that coverage for inflation every 5
years beginning in 2007; and double the
$130,000 coverage amount in the case of
certain retirement accounts, including
IRAs and 401(k)s. Providing $260,000 in
deposit insurance coverage for retire-
ment accounts is critically important
in an era when many Americans have
accumulated retirement nest eggs that
far exceed $100,000, and when, according
to FDIC estimates, there is more than
$200 billion in IRA accounts alone in
this Nation’s banking system.

Several high-profile bank failures in
recent years have given many Ameri-
cans a rude awakening as they discover
that amounts in their retirement ac-
counts above the $100,000 coverage
limit are uninsured.
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The bill also raises coverage levels on
in-state, municipal or public deposits.
This will have the effect of encour-
aging local government agencies to
keep more of their deposits in the local
communities where the funds were gen-
erated, thus promoting economic
growth in those areas.

Finally, the bill fully implements a
provision enacted more than a decade
ago to give banks a discount on their
deposit insurance premiums for depos-
its attributable to so-called basic
banking accounts which provide a fi-
nancial lifeline for low-income families
that are currently without bank cov-
erage.

This has strong bipartisan support.
This legislation passed this body last
year with a vote of 411 to 11, and this
yvear’s effort likewise enjoys very
strong bipartisan support.

Mr. Chairman, I reserve the balance
of my time.

Mr. BACHUS. Mr. Chairman, I yield
such time as he may consume to the
gentleman from Ohio (Mr. GILLMOR).

Mr. GILLMOR. I thank the gen-
tleman for yielding me this time.

Mr. Chairman, as an original cospon-
sor of H.R. 1185, I am particularly
pleased to see that this important
measure again incorporates a measure
that I introduced in February, H.R. 544,
the Municipal Deposit Insurance Pro-
tection Act of 2005. Currently, towns,
counties and school districts are faced
with a hard choice when deciding
where to place their deposits. Liocal of-
ficials care about their communities,
and they would like to foster economic
development by putting their funds in
local banks. However, without the
guarantee of FDIC coverage, they are
often forced instead to put their depos-
its in out-of-state institutions.

This bill increases coverage for local
government deposits equal to the lesser
of $2 million or $130,000 plus 80 percent
of the amount of deposits in excess of
the new standard. Providing this essen-
tial coverage will help local commu-
nities keep public moneys in their
neighborhood, improving the economic
climate by enabling local banks to
offer more loans for cars, homes, edu-
cation, and other community needs.

In 2002, the FDIC closed a bank in my
district, the Oakwood Deposit Bank.
Local municipalities and other public
entities that held deposits at that in-
stitution were put at risk due to the
$100,000 FDIC coverage. This risk is too
high for many communities in this
country, and it can have a devastating
effect on local budgets. The commu-
nity in Oakwood is still feeling the ef-
fects of this failure. The village was
forced to miss a Federal loan payment
for its sewers and was forced to lay off
municipal employees, all because of
the funds it lost. Wayne Trace local
school district and Paulding County
Hospital were also harmed by this lack
of coverage.

This legislation will enable local gov-
ernment funds to be retained in the
local area from which they came. It
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will help the economy of those areas by
being used for installment loans, mort-
gages, and small business loans.

Again, I want to commend Chairman
OXLEY and Chairman BACHUS for bring-
ing up this important bill, and I look
forward to its passage.

Mrs. MALONEY. Mr. Chairman, I
yield such time as he may consume to
the gentleman from New York (Mr.
MEEKS).

Mr. MEEKS of New York. Mr. Chair-
man, I would like to recognize, first,
Chairman OXLEY and Ranking Member
FRANK for their work to bring this
overdue bill to the floor of the House.
This is not the first time that this bill
has passed through committee with
broad bipartisan support, but hopefully
this time we can work with the other
body to make this law.

The financial services industry is one
of the driving engines of our economy,
and the banking industry in particular
is not only a key source of financing
for consumer purchases like homes and
cars or business purchases such as
equipment and facilities. It is also the
means by which the Federal Reserve
implements monetary policy to sta-
bilize our economy. Considering the
vital role that banks, both big and
small, play in our economy, it is equal-
ly important to make certain that the
Federal insurance which backs these
institutions is operating under the
most efficient rules.

H.R. 1185 will merge the Bank Insur-
ance Fund and the Savings Association
Insurance Fund into one strong fund. It
will increase deposit insurance on indi-
vidual accounts from $100,000 to
$130,000, increases coverage on certain
retirement accounts to $260,000, and in-
creases coverage on in-state municipal
deposits to $2 million.

One of its most important aspects is
that it provides for a 50 percent dis-
count in the assessment rate for depos-
its attributable to lifeline deposit ac-
counts, something, and I take my hat
off to her, that the gentlewoman from
the great State of California (Ms. WA-
TERS) has been working on for many,
many years in support of people who
are traditionally unbanked.

Lastly, let me thank the gentleman
from Alabama (Mr. BACHUS) and the
gentlewoman from Oregon (Ms.
HOOLEY), who introduced the bill, and
encourage Members from both sides of
the aisle to vote ‘‘yes” on final pas-
sage.
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Mr. BACHUS. Mr. Chairman, I yield
myself such time as I may consume.

Mr. Chairman, there are several
things about this bill that I am not
sure have been discussed or are as
widely known by the Members, but the
first thing I would say is that the legis-
lation is supported by all the federal
bank regulators. It is also supported by
all the industry groups. And it does
several things. It addresses inefficien-
cies in the present system and defi-
ciencies in the present system.
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As far as deficiencies in the present
system, one of the greatest is the fact
that we have two different funds. The
Savings Association Insurance Fund
and the Bank Insurance Fund. All the
Federal regulators have recommended
combining those funds from the admin-
istrative cost savings and also because
we do not want a situation where some
of our institutions are paying certain
basis points where others are not. We
want more equity there so it gives no
advantage for our thrifts over our
banks or our banks over our thrifts.

Another problem we have had in-
creasingly is the problem of free riders.
Since 1996, there have been no assess-
ments of the banks for the Federal in-
surance, and as a result of that, we
have had several large brokerage firms
which have never paid into the fund,
and what they are doing is setting up
affiliate banks, six or eight or nine af-
filiate banks, and they are advertising
$800,000 or $900,000 worth of federally
insured deposits. In other words, people
can deposit $800,000 or $900,000 into to
their fund, and it is federally insured.
This really is an inequity because they
have never paid into the system and
they are offering that something that
smaller banks and other banks that do
not set up these affiliates or string of
affiliates and can only offer $100,000 of
coverage; and, in fact, those banks or
thrifts that are only offering $100,000
worth of coverage are actually paying
and have paid for coverage for some of
the large brokerage firms.

And the Federal Reserve, the FDIC,
and the industry have said that this
ought to be corrected, and we do that
in this bill. We do that in two ways.
One is by requiring that everyone pay
a minimum amount; number two, we
increase the coverage; and number
three, we allow more flexibility in
when the premiums are charged. Right
now when the bank reserves fall below
1.25 percent, the Federal Reserve actu-
ally has to start charging a premium,
and then if the situation is not rec-
tified within a year, they have to then
start charging 23 basis points, and they
have little discretion in this matter.
The bank regulators and the industry
have recommended that what we do as
opposed to having a hard number that
we give a range, or a discretionary
range, and we have done that at 1.15 to
1.4.

What this allows to happen is, if we
think about it, there are no premiums
being charged, and then all of a sudden
we go into a recession and we start
charging a premium, or 23 basis points,
it actually can worsen the recession,
and at the time when banks ought to
be lending money, suddenly they are
having to pay these premiums. The
time to fund the insurance program
and the insurance reserve is in good
times.

So what we have done in this bill is
allow them to build up a reserve in the
good times, and then when we come
into a recessionary period and bank re-
serves start dropping, they have some
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discretion in not instituting a 23-basis-
point charge on the banks. And policy-
makers and all the Federal bank regu-
lators believe that this will not only
strengthen the funds, but it will take
away a bias against a down cycle that
could actually make a down economic
cycle worse.

One of the things that is being de-
bated, and the gentleman I am going to
yield to next is going to be in opposi-
tion to the coverage increase, is the
coverage increase. When we consider
increasing the coverage, there have
been two arguments against that. One
was a ‘moral hazard’” argument. The
FDIC, in response to some people say-
ing that if we raise the coverage, it will
be a moral hazard, actually commis-
sioned a study and appointed the vice
chairman of the Federal Reserve, Alan
Blinder, as the chairman of that study
commission, and they came back and
said because these are risk-based pre-
miums, there is absolutely no validity
to the moral hazard argument.

If we think about it this way, what
this is, is an insurance, and bank de-
positors pay a premium on their depos-
its for insurance coverage. And to
argue that if that coverage is increased
from $100,000 to $130,000 suddenly would
cause reckless behavior, it would al-
most be like arguing that if I had auto-
mobile insurance and I had $100,000
worth of automobile insurance on my
automobile, and I raised that to
$200,000 of insurance coverage that I
would suddenly start driving more
recklessly or be more prone to have ac-
cidents, and we know that when people
insure, whether it is a deposit, an auto-
mobile, or a home, they are not any
more apt to act in a reckless nature.
So that argument has been shot down
pretty uniformly.

A second argument against it is that
we do not need to increase it. But one
of our last bank failures was a bank in
Chicago, a medium-sized bank. And
what we found, because we had not
raised the coverage levels above
$100,000 since 1980, we found over 700
customers of that bank lost a substan-
tial amount of their deposits, and the
reason they did that, if we think about
what depositors do, we had several
hundred of them that had an IRA ac-
count with that bank, and they had an
IRA that was over $100,000, and they
basically lost everything above
$100,000. And one lady that was quoted
in the Chicago Tribune said, The loss I
sustained is going to be the difference
between my having a retirement where
I will not have to struggle, and now,
basically having a bare bones retire-
ment where I will have to struggle to
make ends meet.

We have another situation that we
talked about in committee, and that
was the fact that today many people
are selling and buying houses, and
when they do, they put the proceeds of
that sale or the purchase price for that
sale in a bank account. In 1980 the av-
erage price of a home was around
$100,000. Today it is several times that
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amount. So imagine that if one is clos-
ing on a house, they sell their house,
they get a $400,000 or $300,000 check or
even a $200,000 check for that house,
and most Americans put their savings
in a house, they go down to their bank
and they deposit that check and the
bank happens to fail.

And every once in a while, a bank
does fail like the one in Chicago. In
that case, they had 12 people that had
deposited the proceeds from the sale of
their homes in the weeks before and
they lost all of that money above
$100,000. Some would say and some
have said in opposing coverage increase
that what Americans ought to do is
when they sell a home, if they sell a
home for $300,000, they ought to ask the
closing attorney to write three $100,000
checks and they ought to deposit that
in three different banks, or, if they are
going to purchase a house, they ought
to go to three different institutions
and deposit that money in three dif-
ferent institutions, and then when they
show up at the closing, they ought to
write three different checks.

We know as a practical matter, Mr.
Chairman, that people are not going to
do that, and we should not ask them to
do that. What we ought to do is raise
coverage levels to reflect realities
today.

The last time that coverage was in-
creased in 1980, if we increased it for in-
flation today, it would be well over
$180,000. Instead, we are only increasing
it to $100,000 as a compromise. If we
went back to not 1980 but we went back
to 1974, which was the time before that
that it was increased $40,000, and if we
had adjusted it in 1980, it would be over
$200,000. If we disregarded that increase
and went back to 1974, it would be
$180,000. So we are actually playing
catchup here, and we have used that
smaller number in an attempt to com-
promise with those who objected to in-
creasing it at all.

I will say this: This bill passed with
111 votes the first time it was up, I
think, but, anyway, I will get those
statistics later, but I think it had 18
“no” votes the first time, 11 “‘no’’ votes
the second time.

Mr. Chairman, I reserve the balance
of my time.

Mr. FRANK of Massachusetts. Mr.
Chairman, I yield myself such time as
I may consume.

I appreciate the gentleman from Ala-
bama’s letting us butt into his con-
versation.

I want to speak in favor of the bill. It
is an example of the things that we do
that are not controversial and are not
exciting to a lot of people but are, in
fact, very important for the proper
functioning of the economy. This is an
upgrading and an updating of the de-
posit insurance system. It is widely
supported by financial institutions.
There is a difference of opinion on one
aspect, the coverage increase, but I will
say that, while I support the bill as
written and support the coverage in-
crease, it is my hope that however that
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winds up, it will not lead to the demise
of the bill. The bill is an important
piece of legislation for improving the
functioning of the banking system.

I just also want to point out two
things: There is a mistaken assumption
abroad that somehow things have got-
ten so poisonous here that nothing ever
happens. There are issues on which we
disagree vehemently, but the fact that
this bill is coming forward from the
Committee on Financial Services with
overwhelming support from the com-
mittee, disagreement on one specific
point, is a refutation, that I think peo-
ple ought to know that, no, it is not
the case that we have been so embit-
tered towards each other that we can-
not function. This bill comes forward
with support on both sides.

It also, as was noted by the gen-
tleman from New York who spoke ear-
lier, contains a section that what we
call lifeline banking. And not all banks
in the world were having parties when
that was included, but it is an impor-
tant point to be made here. It is our
job to pass legislation and to do things
that help the financial system func-
tion. Banks are good institutions. They
perform useful roles in our society. But
there are also needs that individuals
have, particularly lower income indi-
viduals, that are not going to be auto-
matically taken care of by even the
best functioning market, and our job,
in part, is to advance measures that
help the institutions function but at
the same time provide a degree of fair-
ness, a kind of minimum support, for
people who will not automatically ben-
efit from the general going forward.

This bill is an example of that, and I
want to say that the inclusion of this
lifeline provision is very important. I
appreciate the majority’s accommo-
dating the concern that people had, the
gentlewoman from California (Ms. WA-
TERS), who pushed hardest for this; so I
hope that this package will go forward
as an example that even at times that
are very contentious, we can work to-
gether on legislation that bridges some
gaps and advances the system.
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Mr. FRANK of Massachusetts. Mr.
Chairman, I reserve the balance of my
time.

Mr. BACHUS. Mr. Chairman, I yield 5
minutes to the gentleman from Cali-
fornia (Mr. ROHRABACHER), who is in
opposition to the bill.

Mr. ROHRABACHER. Mr. Chairman,
I rise in opposition to H.R. 1185, but I
appreciate all the hard work that the
gentleman from Alabama (Mr. BACHUS)
and the gentleman from Massachusetts
(Mr. FRANK) have done on this bill. I
understand that they are very sincere
in their efforts, but I have a strong
philosophical opposition to what this
bill represents and what it is all about.

Let me note that if section 3 were
taken out of this legislation, I could
support the bill; but the heart of this
bill is section 3, which is a 30 percent
increase in the Federal deposit insur-
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ance rate. What we are talking about
here is increasing Federal deposit in-
surance, the taxpayers’ guaranteeing
private accounts in private banks from
$100,000 to $130,000; for savings accounts
I think it goes up to $240,000, $250,000,
or is it $260,000; as well as $1 million, I
believe, for community-type savings
accounts.

But the most important factor here
is this: this system was set up to pro-
tect the little guy. It was set up to pro-
tect average Americans who are not
saving hundreds of thousands of dol-
lars, so that they could save $10,000,
$20,000, $30,000 and not worry about
having a bank default and close up on
them and then losing that money.

What has happened is a perversion of
that basic premise. What has happened
now is the taxpayers, the average per-
son out there working is protecting the
rich guy. We have the little guys now
with their tax dollars protecting the
rich guys who, at $100,000 in an ac-
count, and now they want to make it
$130,000 in an account are protected by
the taxpayers. It is not just one ac-
count, however. There are multiple ac-
counts that these rich people use, so we
are not just protecting $130,000. We are
protecting $130,000 times 10 or 20, where
they can place it in various banks.
What we end up doing is having the lit-
tle guy protecting the rich people in
this society.

And there is a downside to having
this protection. Not only is it not fair,
but the downside is people who invest
their money, when it is guaranteed,
will be less cautious about where they
put their money. We have just heard
from the gentleman from Alabama (Mr.
BACHUS) about the people who lost
their money in a bank. Well, those peo-
ple should have paid closer attention to
that bank. The fact is that we are en-
couraging people to be frivolous where
they are putting their money because
we are guaranteeing it as taxpayers.

This is exactly what led to the sav-
ings and loan debacle in the 1980s. In
1980, before Ronald Reagan was elected
President, this went from the early
1970s, from $10,000, to 1980 when they
jumped it to $100,000 protection. All of
a sudden, people could then invest with
these multiple accounts, millions of
dollars protected by the taxpayers.

So what happened? What happened is,
we have millions, billions of dollars
now in our system being invested in
the most irresponsible way. Because
the banks and the savings and loans
themselves, no matter what, they
ended up paying more interest than
they should have. The bad institutions
were bringing down the good institu-
tions, and the public was protected
from any bad decision they made. We
ended up with a debacle, a financial de-
bacle created by this increase in 1980
that ended up by the mid-1980s costing
us tens of billions, maybe even $100 bil-
lion of the American taxpayers’ money.

We do not need this kind of irrespon-
sibility. That is not what this program
started out as. It has been perverted to
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be that now. Section 3 is just that kind
of perversion, where we end up now in-
creasing it precipitously from $100,000
to $130,000. It should be basically back
in the arena of the average American
taxpayer instead of protecting the rich.

So with that said, I can remember
personally, just to note, I remember
during the mid-1980s when I worked in
the White House, a friend of mine from
the Reagan administration was in
charge of one of those institutions, sav-
ings and loans, and he was being at-
tacked because he was not giving out
enough loans to various people and var-
ious institutions that would be guaran-
teed. He was not giving out these guar-
anteed loans, and I called him up, I
said, Well what is the matter? Are you
not part of the team? We want to have
a strong economy. He said, Dana, we
are being put behind the eight ball.
Every one of these things that we are
giving out has a government guarantee
because of this deposit insurance, and
it is going to take us right down the
road to economic hell.

Well, that is exactly what happened,
and we should not be going in that di-
rection anymore. We should be doing a
reversal, making the system more re-
sponsible, asking people to be more re-
sponsible with their money and where
they put it and not having the middle-
class taxpayer subsidizing rich people
by guaranteeing wherever they would
want to put their money.

I oppose the amendment, and I will
be proposing an amendment later on.

Mr. FRANK of Massachusetts. Mr.
Chairman, before I yield, I just would
say sometimes we have debates about
where does wealth begin and what is
middle class, et cetera. I guess I would
differ with the gentleman from Cali-
fornia that if you have $100,000 in the
bank, you are a little guy, but if you
have $130,000, you are rich. I think that
unduly compresses the middle class. I
think much more is being made, frank-
ly, over $30,000 than is deserved.

Mr. Chairman, I yield 3 minutes to
the gentlewoman from Oregon (Ms.
HOOLEY).

Ms. HOOLEY. Mr. Chairman, I thank
the gentleman from Massachusetts for
yielding me this time. I would also like
to thank the gentleman from Ohio
(Chairman OXLEY) for his work. In ad-
dition, I would like to thank the gen-
tleman from Alabama (Mr. BACHUS)
whose bill we have before us today who
has done a tremendous job and recog-
nize his staff for all of their hard work.

The FDIC reform bill is truly a bipar-
tisan piece of legislation that con-
tinues the bipartisan working style of
the Committee on Financial Services
that has allowed the committee to be
extraordinarily productive.

The FDIC Reform Act of 2005 con-
tains needed reforms that will bring
the deposit insurance system into the
21st century by enhancing the value of
our insured deposits, improving retire-
ment security for all Americans, and
ensuring that the value, cost, and ben-
efit of deposit insurance is shared
equally.
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Most importantly, H.R. 1185 gives
flexibility of the FDIC to manage the
deposit insurance according to risk and
economic conditions. No longer will we
ask financial institutions to pay higher
insurance premiums when banks can
least afford to pay them and when
funds are most needed for lending to
jump-start our economic growth.

H.R. 1185 updates the deposit insur-
ance coverage levels for the first time
in 25 years. I agree with my ranking
member who said we are making a
much bigger deal out of the $30,000.

H.R. 1185 also updates deposit insur-
ance coverage levels for the first time,
as I said, in 25 years. It increases the
maximum coverage from $100,000 to
$130,000, doubles the amount of cov-
erage for retirement funds to enhance
the retirement security of our senior
citizens and those planning for retire-
ment, and indexes for inflation every 5
years as a way of preserving the value
of the deposit insurance safety net.
H.R. 1185 also increases coverage limits
for in-state municipal deposits to $2
million or 80 percent of any deposits
over $130,000, whichever is less.

By extending municipal deposit cov-
erage, this bill not only protects tax-
payers from potential consequences of
a failure of local financial institutions
but promotes community development
by encouraging local government agen-
cies to keep their funds on deposit with
a local financial institution, thereby
making the funds available for lending
back to the community. So it makes a
lot of sense when we look at our small
local banks.

Finally, this bill takes the needed
step of merging FDIC’s Bank Insurance
Fund and the Savings Association In-
surance Fund, eliminating potential
disparities in the premiums paid by
banks and thrifts, and reducing the ad-
ministrative burden of operating two
separate insurance funds.

This legislation will give Americans
an even more stable and secure insur-
ance system for deposits in their
banks, thrifts, and credit unions. These
needed reforms will bring the deposit
insurance system into the 21st century
by enhancing the value of our insured
deposits, improving retirement secu-
rity for all Americans, and ensuring
that the value, cost, and benefit of de-
posit insurance is shared equally.

I urge my colleagues to support the
FDIC Reform Act of 2005.

Mr. BACHUS. Mr. Chairman, I yield
myself all remaining time.

There are several things I think we
need to say to correct the record. One
was it was said by the gentleman in op-
position that this was taxpayer guar-
anteed; and, in fact, these deposits are
insured not by the taxpayer, but by the
BIF and SAIF funds; and it is the de-
pository that insures his own accounts.
And for the taxpayer to pay one red
cent, all assets of every federally in-
sured financial institution would have
to be exhausted before the taxpayer
would have to pay one cent. In other
words, all the assets of all of the feder-
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ally insured banks and savings associa-
tions would have to be paid.

And in that regard, I am sure the
gentleman from California would agree
that if that moment ever came, we
would be, we would probably be in dire
straights, and I certainly never antici-
pate that happening. It has never hap-
pened in the history of our country.
The savings and loans were exhausted,
not the banks. The BIF account has
never been exhausted; the savings and
loan account thing was exhausted be-
cause of failures of savings and loans.

And if we say, as the gentleman said,
that the reason why all the savings and
loans failed is because we increased
coverage from $100,000 to $130,000, we
did that for the banks and the credit
unions at the same time. No credit
unions failed; very few banks failed. In
some States, no institutions failed,
where in States like California, Texas,
where you had weak regulation, weak
oversight, several failed; or you had
the oil patch in Texas where many of
them failed.

In fact, the cost to the taxpayer
would have been greater had the first
$100,000 of accounts not been insured. It
would have been a much greater loss.
Thank goodness the first $100,000 of ac-
counts were insured. If we had another
failure today, $130,000 would be insured,
and we would have insurance for it. So
to say that insurance coverage is tax-
payer funded, the taxpayer is not fund-
ing this. If the taxpayer were funding
it, his analogy would be right.

And the last thing that he says, and
he has said this, is that this was the
cause of the savings and loans to fail.
This has been looked at by this Con-
gress, it has been looked at by the
FDIC, it has been looked at by the Fed-
eral Reserve and, actually, I am going
to introduce this. This is about 20 dif-
ferent reasons that government reports
have causes for the failures of the
S&Ls; and on that list of 20, nowhere
does it say because of an increase in
coverage. In fact, the FBI submitted
what they thought were the reasons,
the FDIC submitted what they thought
were the reasons, all the bank regu-
lators, and nowhere on any of those
lists do we find increase in coverage. In
fact, what you do find is one study
showed that taxpayer exposure was less
because the funds were insured up to
$100,000.

Mr. Chairman, I will just simply
close by saying that all the Federal
bank regulators say that this legisla-
tion will strengthen and reform our
Federal guarantee program for bank
deposits and by saying that today, if
you sell a house for $120,000 or $140,000
or $160,000 or $200,000 and you deposit
the proceeds in your bank account, you
are probably not a rich person by defi-
nition. If you decide to buy a house and
you put $150,000 in the bank or transfer
it or get a loan from a bank and you
deposit it in your account, you lose
that, you certainly would not be de-
fined as rich. And if you have a 401(k)
and you happen to have over $100,000 in
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it, that does not make you a rich per-
son. In fact, that represents, for many
people, their entire savings is a 401(k);
and, increasingly, those accounts are
running over $100,000.
O 1500

That is why the AARP and the Secu-
rities Investment Institute both en-
dorsed this legislation.

Mr. Chairman, I yield back the bal-
ance of my time.

Mr. FRANK of Massachusetts. Mr.
Chairman, I yield 3 minutes to the gen-

tlewoman from New York (Mrs.
MALONEY).
Mrs. MALONEY. Mr. Chairman, I

thank the gentleman for yielding the
time and for his leadership as a whole.

Mr. Chairman, I am very supportive
of this outstanding bipartisan bill. I
am supportive of the overwhelming
majority of the provisions in it. It is
long past due to merge the BIF and
SAIF insurance funds, and addition-
ally, eliminating the 23 basis point
clip, and providing a new premium sys-
tem that takes into account the past
contributions of institutions are major
steps forward.

The bill includes a mechanism for de-
termining credits for past contribu-
tions to the insurance funds that is
based on an amendment that I cospon-
sored with former Representative Be-
reuter. This is a very, very important
provision as a matter of fairness to in-
stitutions that recapitalized the funds,
and I thank very much the gentleman
from Alabama (Mr. BACHUS) for includ-
ing this ©balanced and important
amendment in the base legislation.

Despite the many very positive parts
of this bill, I believe the immediate 30
percent increase in insurance coverage
in the bill is a serious mistake. This
coverage increase to $130,000 is opposed
by many Federal financial service reg-
ulators, including Alan Greenspan. I
would like to place in the RECORD his
comments in opposition, and state that
I support the bill overwhelming, but
this provision I am opposed to.

I thank the leadership and the rank-
ing member for working in a balanced
way to move this important legislation
forward.

Mr. FRANK of Massachusetts. Mr.
Chairman, in a very impressive display
of bipartisanship, I am now going to
yield some of our time to the manager
of the bill for the majority.

Mr. Chairman, I yield such time as he
may consume to the gentleman from
Alabama (Mr. BACHUS) as long as he
does not talk about the Rohrabacher
amendment.

Mr. BACHUS. Mr. Chairman, I had
one glaring oversight in this entire de-
bate concerning the bill. And that is
the fact that the gentlewoman from
Oregon (Ms. HOOLEY) who really played
a monumental part in this legislation
over the past 2 or 3 years and actually
was the original cosponsor of this legis-
lation has not been recognized.

I would like to commend her for her
fine work on this bill. And I guess it is
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a credit to her and her personality, de-
spite that oversight she did not call at-
tention to my omission. And so I com-
mend the gentlewoman from Oregon
(Ms. HOOLEY). She is an outstanding
Member of this body. And in this legis-
lation, she deserves a lot of credit for
its passage and its support.

Mr. FRANK of Massachusetts. Mr.
Chairman, I yield myself such time as
I may consume.

Mr. Chairman, I thank the gentleman
from Alabama (Mr. BACHUS) for his
great graciousness in what he had to
say. And let me say in deference to the
chairman of the committee, the gen-
tleman from Ohio (Mr. OXLEY) a great
baseball leader, if you notice, I yielded
to the gentleman from Alabama (Mr.
BACHUS), who then came back to this
side to thank us.

If you’re scoring this, it is 3 to 6 to 3,
I believe is the appropriate scoring.

Mr. PAUL. Mr. Chairman, H.R. 1185, the
Federal Deposit Insurance Reform Act, ex-
pands the federal government’s unconstitu-
tional control over the financial services indus-
try and raises taxes on all financial institutions.
Furthermore, this legislation could increase the
possibility of future bank failures. Therefore, |
must oppose this bill.

| primarily object to the provisions in H.R.
1185 which may increase the premiums as-
sessed on participating financial institutions.
These “premiums,” which are actually taxes,
are the premier sources of funds for the De-
posit Insurance Fund. This fund is used to balil
out banks who experience difficulties meeting
their commitments to their depositors. Thus,
the deposit insurance system transfers liability
for poor management decisions from those
who made the decisions, to their competitors.
This system punishes those financial institu-
tions which follow sound practices, as they are
forced to absorb the losses of their competi-
tors. This also compounds the moral hazard
problem created whenever government social-
izes business losses.

In the event of a severe banking crisis, Con-
gress will likely transfer funds from the general
revenue into the Deposit Insurance Fund,
which could make all taxpayers liable for the
mistakes of a few. Of course, such a bailout
would require separate authorization from
Congress, but can anyone imagine Congress
saying “No” to banking lobbyists pleading for
relief from the costs of bailing out their weaker
competitors?

Government subsidies lead to government
control, as regulations are imposed on the re-
cipients of the subsidies in order to address
the moral hazard problem. This is certainly the
case in banking, which is one of the most
heavily regulated industries in America. How-
ever, as George Kaufman, the John Smith
Professor of Banking and Finance at Loyola
University in Chicago, and co-chair of the
Shadow Financial Regulatory Committee,
pointed out in a study for the CATO Institutes,
the FDIC’s history of poor management exac-
erbated the banking crisis of the eighties and
nineties. Professor Kaufman properly identifies
a key reason for the FDIC’s poor track record
in protecting individual depositors: regulators
have incentives to downplay or even cover-up
problems in the financial system such as
banking facilities. Banking failures are black
marks on the regulators’ records. In addition,

CONGRESSIONAL RECORD —HOUSE

regulators may be subject to political pressure
to delay imposing sanctions on failing institu-
tions, thus increasing the magnitude of the
loss.

Immediately after a problem in the banking
industry comes to light, the media and Con-
gress will inevitably blame it on regulators who
were “asleep at the switch.” Yet, most politi-
cians continue to believe that giving the very
regulators whose incompetence (or worst) ei-
ther caused or contributed to the problem will
somehow prevent future crises!

The presence of deposit insurance and gov-
ernment regulations removes incentives for in-
dividuals to act on their own to protect their
deposits or even inquire as to the health of
their financial institutions. After all, why should
individuals be concerned with the health of
their financial institutions when the federal
government is insuring banks following sound
practices and has insured their deposits?

Finally, | would remind my colleagues that
the federal deposit insurance program lacks
constitutional authority. Congress’ only man-
date in the area of money, and banking is to
maintain the value of the money. Unfortu-
nately, Congress abdicated its responsibility
over monetary policy with the passage of the
Federal Reserve Act of 1913, which allows the
federal government to erode the value of the
currency at the will of the central bank.
Congress’s embrace of fiat money is directly
responsible for the instability in the banking
system that created the justification for deposit
insurance.

In conclusion, Mr. Speaker, H.R. 1185 im-
poses new taxes on financial institutions,
forces sound institutions to pay for the mis-
takes of their reckless competitors, increases
the chances of taxpayers being forced to bail
out unsound financial institutions, reduces indi-
vidual depositors’ incentives to take action to
protect their deposits, and exceeds
Congress’s constitutional authority. | therefore
urge my colleagues to reject this bill. Instead
of extending this federal program, Congress
should work to prevent the crises which justify
government programs like deposit insurance,
by fulfilling our constitutional responsibility to
pursue sound monetary policies.

Mr. HENSARLING. Mr. Chairman, | rise
today in support of H.R. 1185, the Federal De-
posit Insurance Reform Act of 2005. As a
member of the Financial Services Committee,
| want to thank Chairman OXLEY and Sub-
committee Chairman BACHUS for their work on
this legislation and for acting quickly in this
new Congress to address this matter of impor-
tance to banks and depositors alike.

This legislation, which passed by a vote of
411-11 in the 108th Congress, will help to
create a more stable, fair, and secure banking
system. By combining the Banking Insurance
Fund and the Savings Association Insurance
Fund into one single fund, the risk that a cou-
ple of large institutions could fail and impair
each fund is greatly reduced. Merging these
funds will help to increase fairness in our
banking system by eliminating the possibility
that two institutions of similar sizes could es-
sentially be paying different premiums. Fur-
thermore, the merged fund will make reporting
and accounting less burdensome for both the
institutions and the FDIC.

Our deposit insurance system plays a vital
role in our economic security. This legislation
will give the FDIC the necessary flexibility to
respond to varying economic conditions, allow-
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ing them to properly price premiums to reflect
risk. By eliminating the 23 basis point premium
“rate cliff required under current law, more in-
stitutions will have more capital to invest in our
economy.

Although | support the majority of provisions
of H.R. 1185, | do want to take this time to ex-
press my concerns with Section 3 of this legis-
lation. This section of the bill would increase
a financial institution’s insurance limit for indi-
vidual accounts from $100,000 to $130,000.
Section 3 also doubles the coverage for retire-
ment accounts to $260,000 and increases the
coverage limit for municipal accounts to $2
million or 80 percent of any deposits over
$130,000. | believe that arbitrarily increasing
these limits will unnecessarily expose Amer-
ican taxpayers to the increased hazards asso-
ciated with shifting risk from private institutions
to the federal government. Further, such a
provision is likely to decrease a depositor's
concern for the financial well being of their
bank while at the same time diminishing mar-
ket discipline. It is my hope that these factors
are given full consideration should H.R. 1185
be considered in conference with the Senate.

Mr. Chairman, FDIC Chairman Powell stat-
ed in his testimony to the Financial Services
Committee on March 17, 2005, that H.R. 1185
gives Congress an “opportunity to remedy
flaws in the deposit insurance system before
those flaws cause actual damage either to the
banking industry or our economy as a whole.”
As a member of that committee, | am glad to
see this body act so expeditiously on this leg-
islation, and | urge my colleagues to vote for
H.R. 1185.

Mr. CANTOR. Mr. Chairman, | rise today to
speak in favor of the Federal Deposit Insur-
ance Reform Act. This important piece of leg-
islation modernizes the insurance funds on
which Americans depend.

The current amount of deposit insurance
coverage has been the same since 1980, so
it is important that we make these necessary
increases to keep up with inflation and encour-
age people to save. This bill raises the cov-
erage on savings and retirement accounts and
gives reassurance to investors saving for their
future.

Increasing the amount of deposit insurance
coverage will benefit all banks, small and
large, by providing more certainty to the in-
vestment community. It is important that we
give every American peace of mind when
placing their money in our savings system.

Mr. FRANK of Massachusetts. Mr.
Chairman, I yield back the balance of
my time.

The CHAIRMAN. All time for general
debate has expired.

Pursuant to the rule, the committee
amendment in the nature of a sub-
stitute printed in the bill shall be con-
sidered by sections as an original bill
for purpose of amendment, and each
section is considered read.

During consideration of the bill for
amendment, the Chair may accord pri-
ority in recognition to a Member offer-
ing an amendment that he has printed
in the designated place in the CONGRES-
SIONAL RECORD. Those amendments
will be considered read.

The Clerk will designate section 1.

The text of section 1 is as follows:

H.R. 1185

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,
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SECTION 1. SHORT TITLE; TABLE OF CONTENTS.
(a) SHORT TITLE—This Act may be cited as
the ‘‘Federal Deposit Insurance Reform Act of
2005,
(b) TABLE OF CONTENTS.—The table of con-
tents for this Act is as follows:

Sec. 1. Short title; table of contents.

Sec. 2. Merging the BIF and SAIF.

Sec. 3. Increase in deposit insurance coverage.

Sec. 4. Setting assessments and repeal of special
rules relating to minimum assess-
ments and free deposit insurance.

Sec. 5. Replacement of fixed designated reserve
ratio with reserve range.

Sec. 6. Requirements applicable to the risk-
based assessment system.

Sec. 7. Refunds, dividends, and credits from De-
posit Insurance Fund.

Sec. 8. Deposit Insurance Fund restoration
plans.

Sec. 9. Regulations required.

Sec. 10. Studies of FDIC structure and exrpenses
and certain activities and further
possible changes to deposit insur-
ance system.

Sec. 11. Bi-annual FDIC survey and report on
increasing the deposit base by en-
couraging use of depository insti-
tutions by the unbanked.

Sec. 12. Technical and conforming amendments

to the Federal Deposit Insurance
Act relating to the merger of the
BIF and SAIF.

Sec. 13. Other technical and conforming amend-
ments relating to the merger of the
BIF and SAIF.

The CHAIRMAN. Are
amendments to section 1?

If not, the Clerk will designate sec-
tion 2.

The text of section 2 is as follows:
SEC. 2. MERGING THE BIF AND SAIF.

(a) IN GENERAL.—

(1) MERGER.—The Bank Insurance Fund and
the Savings Association Insurance Fund shall
be merged into the Deposit Insurance Fund.

(2) DISPOSITION OF ASSETS AND LIABILITIES.—
All assets and liabilities of the Bank Insurance
Fund and the Savings Association Insurance
Fund shall be transferred to the Deposit Insur-
ance Fund.

(3) NO SEPARATE EXISTENCE.—The separate ex-
istence of the Bank Insurance Fund and the
Savings Association Insurance Fund shall cease
on the effective date of the merger thereof under
this section.

(b) REPEAL OF OUTDATED MERGER PROVI-
SION.—Section 2704 of the Deposit Insurance
Funds Act of 1996 (12 U.S.C. 1821 note) is re-
pealed.

(c) EFFECTIVE DATE.—This section shall take
effect on the first day of the first calendar quar-
ter that begins after the end of the 90-day period
beginning on the date of the enactment of this
Act.

Mr. OXLEY. Mr. Chairman, I ask
unanimous consent that the remainder
of the committee amendment in the
nature of a substitute be printed in the
RECORD and open to amendment at any
point.

The CHAIRMAN. Is there objection
to the request of the gentleman from
Ohio?

There was no objection.

The text of the remainder of the com-
mittee amendment in the nature of a
substitute is as follows:

SEC. 3. INCREASE IN DEPOSIT INSURANCE COV-
ERAGE.

(a) IN GENERAL.—Section 11(a)(1) of the Fed-
eral Deposit Insurance Act (12 U.S.C. 1821(a)(1))
is amended—

(1) by striking subparagraph (B) and inserting
the following new subparagraph.:

there any
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“(B) NET AMOUNT OF INSURED DEPOSIT.—The
net amount due to any depositor at an insured
depository institution shall mnot exceed the
standard maximum deposit insurance amount as
determined in accordance with subparagraphs
(C), (D), (E) and (F) and paragraph (3).”’; and

(2) by adding at the end the following new
subparagraphs:

“(E) STANDARD MAXIMUM DEPOSIT INSURANCE
AMOUNT DEFINED.—For purposes of this Act, the
term ‘standard maximum deposit insurance
amount’ means—

“(i) until the effective date of final regula-
tions prescribed pursuant to section 9(a)(2) of
the Federal Deposit Insurance Reform Act of
2005, $100,000; and

“(ii) on and after such effective date, $130,000,
adjusted as provided under subparagraph (F).

“(F) INFLATION ADJUSTMENT.—

““(i) IN GENERAL.—By April 1 of 2007, and the
1st day of each subsequent 5-year period, the
Board of Directors and the National Credit
Union Administration Board shall jointly pre-
scribe the amount by which the standard max-
imum deposit insurance amount and the stand-
ard maximum share insurance amount (as de-
fined in section 207(k) of the Federal Credit
Union Act) applicable to any depositor at an in-
sured depository institution shall be increased
by calculating the product of—

“(1) $130,000; and

“(II) the ratio of the value of the Personal
Consumption Expenditures Chain-Type Index
(or any successor index thereto), published by
the Department of Commerce, as of December 31
of the year preceding the year in which the ad-
justment is calculated under this clause, to the
value of such index as of the date this subpara-
graph takes effect.

““(ii) ROUNDING.—If the amount determined
under clause (ii) for any period is not a multiple
of $10,000, the amount so determined shall be
rounded to the nearest $10,000.

““(iii) PUBLICATION AND REPORT TO THE CON-
GRESS.—Not later than April 5 of any calendar
year in which an adjustment is required to be
calculated under clause (i) to the standard max-
imum deposit insurance amount and the stand-
ard maximum share insurance amount under
such clause, the Board of Directors and the Na-
tional Credit Union Administration Board
shall—

“(I) publish in the Federal Register the stand-
ard maximum deposit insurance amount, the
standard maximum share insurance amount,
and the amount of coverage under paragraph
(3)(A4) and section 207(k)(3) of the Federal Credit
Union Act, as so calculated; and

“(II) jointly submit a report to the Congress
containing the amounts described in subclause
(D).
“(iv) 6-MONTH IMPLEMENTATION PERIOD.—Un-
less an Act of Congress enacted before July 1 of
the calendar year in which an adjustment is re-
quired to be calculated under clause (i) provides
otherwise, the increase in the standard max-
imum deposit insurance amount and the stand-
ard maximum share insurance amount shall
take effect on January 1 of the year immediately
succeeding such calendar year.”’.

(b) COVERAGE FOR CERTAIN EMPLOYEE BEN-
EFIT PLAN DEPOSITS.—Section 11(a)(1)(D) of the
Federal Deposit Insurance Act (12 U.S.C.
1821(a)(1)(D)) is amended to read as follows:

“(D) COVERAGE FOR CERTAIN EMPLOYEE BEN-
EFIT PLAN DEPOSITS.—

‘(i) PASS-THROUGH INSURANCE.—The Corpora-
tion shall provide pass-through deposit insur-
ance for the deposits of any employee benefit
plan.

““(i1) PROHIBITION ON ACCEPTANCE OF BENEFIT
PLAN DEPOSITS.—An insured depository institu-
tion that is not well capitalized or adequately
capitalized may mnot accept employee benefit
plan deposits.

““(iii) DEFINITIONS.—For purposes of this sub-
paragraph, the following definitions shall
apply:
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“(I) CAPITAL STANDARDS.—The terms ‘well
capitalized’ and ‘adequately capitaliced’ have
the same meanings as in section 38.

““(II) EMPLOYEE BENEFIT PLAN.—The term ‘em-
ployee benefit plan’ has the same meaning as in
paragraph (8)(B)(ii), and includes any eligible
deferred compensation plan described in section
457 of the Internal Revenue Code of 1986.

“(I1I) PASS-THROUGH DEPOSIT INSURANCE.—
The term ‘pass-through deposit insurance’
means, with respect to an employee benefit plan,
deposit insurance coverage provided on a pro
rata basis to the participants in the plan, in ac-
cordance with the interest of each participant.”.

(c) DOUBLING OF DEPOSIT INSURANCE FOR
CERTAIN RETIREMENT ACCOUNTS.—Section
11(a)(3)(A) of the Federal Deposit Insurance Act
(12 U.S.C. 1821(a)(3)(A)) is amended by striking
“$100,000”° and inserting ‘2 times the standard
maximum deposit insurance amount (as deter-
mined under paragraph (1))”’.

(d) INCREASED INSURANCE COVERAGE FOR MU-
NICIPAL DEPOSITS.—Section 11(a)(2) of the Fed-
eral Deposit Insurance Act (12 U.S.C. 1821(a)(2))
is amended—

(1) in subparagraph (A)—

(A) by moving the margins of clauses (i)
through (v) 4 ems to the right;

(B) by striking, in the matter following clause
(v), “‘such depositor shall’’ and all that follows
through the period; and

(C) by striking the semicolon at the end of
clause (v) and inserting a period;

(2) by striking ‘“(2)(A) Notwithstanding’’ and
all that follows through ‘“‘a depositor who is—"’
and inserting the following:

““(2) MUNICIPAL DEPOSITORS.—

‘““(A) IN GENERAL.—Notwithstanding any limi-
tation in this Act or in any other provision of
law relating to the amount of deposit insurance
available to any 1 depositor—

‘(i) a municipal depositor shall, for the pur-
pose of determining the amount of insured de-
posits under this subsection, be deemed to be a
depositor separate and distinct from any other
officer, employee, or agent of the United States
or any public unit referred to in subparagraph
(E); and

“‘(ii) except as provided in subparagraph (B),
the deposits of a municipal depositor shall be in-
sured in an amount equal to the standard max-
imum deposit insurance amount (as determined
under paragraph (1)).

“(B) IN-STATE MUNICIPAL DEPOSITORS.—In the
case of the deposits of an in-State municipal de-
positor described in clause (ii), (iii), (iv), or (v)
of subparagraph (E) at an insured depository
institution, such deposits shall be insured in an
amount not to exceed the lesser of—

““(i) $2,000,000; or

‘““(ii) the sum of the standard maximum de-
posit insurance amount and 80 percent of the
amount of any deposits in excess of the stand-
ard maximum deposit insurance amount.

“(C) MUNICIPAL DEPOSIT PARITY.—No State
may deny to insured depository institutions
within its jurisdiction the authority to accept
deposits insured under this paragraph, or pro-
hibit the making of such deposits in such insti-
tutions by any in-State municipal depositor.

‘(D) IN-STATE MUNICIPAL DEPOSITOR DE-
FINED.—For purposes of this paragraph, the
term ‘in-State municipal depositor’ means a mu-
nicipal depositor that is located in the same
State as the office or branch of the insured de-
pository institution at which the deposits of that
depositor are held.

“(E) MUNICIPAL DEPOSITOR.—In this para-
graph, the term ‘municipal depositor’ means a
depositor that is—’;

(3) by striking ‘‘(B) The’ and inserting the
following:

“(F) AUTHORITY TO LIMIT DEPOSITS.—The’’;
and

(4) by striking ‘‘depositor referred to in sub-
paragraph (A) of this paragraph’ each place
such term appears and inserting ‘‘municipal de-
positor”’.
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(e) TECHNICAL AND CONFORMING AMENDMENT
RELATING TO INSURANCE OF TRUST FUNDS.—
Paragraphs (1) and (3) of section 7(i) of the Fed-
eral Deposit Insurance Act (12 U.S.C. 1817(i))
are each amended by striking ‘‘3100,000° and in-
serting ‘‘the standard mazximum deposit insur-
ance amount (as determined wunder Ssection
11(a)(1))”.

(f) OTHER TECHNICAL AND CONFORMING
AMENDMENTS.—

(1) Section 11(m)(6) of the Federal Deposit In-
surance Act (12 U.S.C. 1821(m)(6)) is amended by
striking ‘‘$100,000 and inserting ‘“‘an amount
equal to the standard maximum deposit insur-
ance amount’’.

(2) Subsection (a) of section 18 of the Federal
Deposit Insurance Act (12 U.S.C. 1828(a)) is
amended to read as follows:

“(a) INSURANCE LOGO.—

““(1) INSURED DEPOSITORY INSTITUTIONS.—

‘““(A) IN GENERAL.—Each insured depository
institution shall display at each place of busi-
ness maintained by that institution a sign or
signs relating to the insurance of the deposits of
the institution, in accordance with regulations
to be prescribed by the Corporation.

‘“(B) STATEMENT TO BE INCLUDED.—Each sign
required under subparagraph (A) shall include
a statement that insured deposits are backed by
the full faith and credit of the United States
Government.

‘““(2) REGULATIONS.—The Corporation shall
prescribe regulations to carry out this sub-
section, including regulations governing the
substance of signs required by paragraph (1)
and the manner of display or use of such signs.

““(3) PENALTIES.—For each day that an in-
sured depository institution continues to violate
this subsection or any regulation issued under
this subsection, it shall be subject to a penalty
of mot more than $100, which the Corporation
may recover for its use.’’.

(3) Section 43(d) of the Federal Deposit Insur-
ance Act (12 U.S.C. 1831t(d)) is amended by
striking ‘$100,000”° and inserting ‘‘an amount
equal to the standard maximum deposit insur-
ance amount’’.

(4) Section 6 of the International Banking Act
0f 1978 (12 U.S.C. 3104) is amended—

(A) by striking $100,000° each place such
term appears and inserting ‘‘an amount equal to
the standard maximum deposit insurance
amount’’; and

(B) by adding at the end the following new
subsection:

““(e) STANDARD MAXIMUM DEPOSIT INSURANCE
AMOUNT DEFINED.—For purposes of this section,
the term ‘standard maximum deposit insurance
amount’ means the amount of the maximum
amount of deposit insurance as determined
under section 11(a)(1) of the Federal Deposit In-
surance Act.”.

(9) CONFORMING CHANGE TO CREDIT UNION
SHARE INSURANCE FUND.—

(1) IN GENERAL.—Section 207(k) of the Federal
Credit Union Act (12 U.S.C. 1787(k)) is amend-
ed—

(4) by striking “(k)(1)” and all that follows
through the end of paragraph (1) and inserting
the following:

““(k) INSURED AMOUNTS PAYABLE.—

““(1) NET INSURED AMOUNT.—

‘““(A) IN GENERAL.—Subject to the provisions of
paragraph (2), the net amount of share insur-
ance payable to any member at an insured cred-
it union shall not exceed the total amount of the
shares or deposits in the name of the member
(after deducting offsets), less any part thereof
which is in excess of the standard maximum
share insurance amount, as determined in ac-
cordance with this paragraph and paragraphs
(5) and (6), and consistently with actions taken
by the Federal Deposit Insurance Corporation
under section 11(a) of the Federal Deposit In-
surance Act.

‘““(B) AGGREGATION.—Determination of the net
amount of share insurance under subparagraph
(4), shall be in accordance with such regula-
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tions as the Board may prescribe, and, in deter-
mining the amount payable to any member,
there shall be added together all accounts in the
credit union maintained by that member for that
member’s own benefit, either in the member’s
own name or in the names of others.

“(C) AUTHORITY TO DEFINE THE EXTENT OF
COVERAGE.—The Board may define, with such
classifications and exceptions as it may pre-
scribe, the extent of the share insurance cov-
erage provided for member accounts, including
member accounts in the mame of a minor, in
trust, or in joint tenancy.’’;

(B) in paragraph (2)—

(i) in subparagraph (A)—

(I) in clauses (i) through (v), by moving the
margins 4 ems to the right;

(II) in the matter following clause (v), by
striking ‘‘his account’ and all that follows
through the period; and

(I11) by striking the semicolon at the end of
clause (v) and inserting a period;

(ii) by striking ““(2)(A) Notwithstanding’ and
all that follows through ‘‘a depositor or member
who is—"’ and inserting the following:

““(2) MUNICIPAL DEPOSITORS OR MEMBERS.—

“(A) IN GENERAL.—Notwithstanding any limi-
tation in this Act or in any other provision of
law relating to the amount of insurance avail-
able to any 1 depositor or member, deposits or
shares of a municipal depositor or member shall
be insured in an amount equal to the standard
maximum share insurance amount (as deter-
mined under paragraph (5)), except as provided
in subparagraph (B).

“(B) IN-STATE MUNICIPAL DEPOSITORS.—In the
case of the deposits of an in-State municipal de-
positor described in clause (ii), (iii), (iv), or (v)
of subparagraph (E) at an insured credit union,
such deposits shall be insured in an amount
equal to the lesser of—

““(i) $2,000,000; or

“(ii) the sum of the standard maximum de-
posit insurance amount and 80 percent of the
amount of any deposits in excess of the stand-
ard mazximum deposit insurance amount.

“(C) RULE OF CONSTRUCTION.—No provision of
this paragraph shall be construed as author-
izing an insured credit union to accept the de-
posits of a municipal depositor in an amount
greater than such credit union is authoriced to
accept under any other provision of Federal or
State law.

‘(D) IN-STATE MUNICIPAL DEPOSITOR DE-
FINED.—For purposes of this paragraph, the
term ‘in-State municipal depositor’ means a mu-
nicipal depositor that is located in the same
State as the office or branch of the insured cred-
it union at which the deposits of that depositor
are held.

‘““(E) MUNICIPAL DEPOSITOR.—In this para-
graph, the term ‘municipal depositor’ means a
depositor that is—"’;

(iii) by striking ‘‘(B) The’ and inserting the
following:

‘“(F) AUTHORITY TO LIMIT DEPOSITS.—The’’;
and

(iv) by striking ‘‘depositor or member referred
to in subparagraph (A)”’ and inserting ‘‘munic-
ipal depositor or member’’; and

(C) by adding at the end the following new
paragraphs:

‘“(4) COVERAGE FOR CERTAIN EMPLOYEE BEN-
EFIT PLAN DEPOSITS.—

“(A) PASS-THROUGH INSURANCE.—The Admin-
istration shall provide pass-through share insur-
ance for the deposits or shares of any employee
benefit plan.

‘“(B) PROHIBITION ON ACCEPTANCE OF DEPOS-
ITS.—An insured credit union that is not well
capitalized or adequately capitaliced may not
accept employee benefit plan deposits.

““(C) DEFINITIONS.—For purposes of this para-
graph, the following definitions shall apply:

““(i) CAPITAL STANDARDS.—The terms ‘well
capitalized’ and ‘adequately capitalized’ have
the same meanings as in section 216(c).

““(ii) EMPLOYEE BENEFIT PLAN.—The term ‘em-
ployee benefit plan’—
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‘(1) has the meaning given to such term in
section 3(3) of the Employee Retirement Income
Security Act of 1974;

‘“(11) includes any plan described in section
401(d) of the Internal Revenue Code of 1986; and

‘“(I11) includes any eligible deferred com-
pensation plan described in section 457 of the
Internal Revenue Code of 1986.

““(iii) PASS-THROUGH SHARE INSURANCE.—The
term ‘pass-through share insurance’ means,
with respect to an employee benefit plan, insur-
ance coverage provided on a pro rata basis to
the participants in the plan, in accordance with
the interest of each participant.

‘(D) RULE OF CONSTRUCTION.—No provision
of this paragraph shall be construed as author-
izing an insured credit union to accept the de-
posits of an employee benefit plan in an amount
greater than such credit union is authorized to
accept under any other provision of Federal or
State law.

“(5) STANDARD MAXIMUM SHARE INSURANCE
AMOUNT DEFINED.—For purposes of this Act, the
term ‘standard maximum share insurance
amount’ means—

‘“(A) until the effective date of final regula-
tions prescribed pursuant to section 9(a)(2) of
the Federal Deposit Insurance Reform Act of
2005, $100,000; and

“(B) on and after such effective date, $130,000,
adjusted as provided under section 11(a)(1)(F) of
the Federal Deposit Insurance Act.”.

(2) DOUBLING OF SHARE INSURANCE FOR CER-
TAIN RETIREMENT ACCOUNTS.—Section 207(k)(3)
of the Federal Credit Union Act (12 U.S.C.
1787(k)(3)) is amended by striking ‘‘$100,000”
and inserting ‘2 times the standard maximum
share insurance amount (as determined under
paragraph (1))”.

(h) EFFECTIVE DATE.—This section and the
amendments made by this section shall take ef-
fect on the date the final regulations required
under section 9(a)(2) take effect.

SEC. 4. SETTING ASSESSMENTS AND REPEAL OF
SPECIAL RULES RELATING TO MIN-
IMUM ASSESSMENTS AND FREE DE-
POSIT INSURANCE.

(a) SETTING ASSESSMENTS.—Section 7(b)(2) of
the Federal Deposit Insurance Act (12 U.S.C.
1817(b)(2)) is amended—

(1) by striking subparagraphs (4) and (B) and
inserting the following new subparagraphs:

‘““(A) IN GENERAL.—The Board of Directors
shall set assessments for insured depository in-
stitutions in such amounts as the Board of Di-
rectors may determine to be mecessary or appro-
priate, subject to subparagraph (D).

‘““(B) FACTORS TO BE CONSIDERED.—In setting
assessments under subparagraph (A), the Board
of Directors shall consider the following factors:

‘““(i) The estimated operating expenses of the
Deposit Insurance Fund.

‘“‘(ii)) The estimated case resolution expenses
and income of the Deposit Insurance Fund.

““(iii) The projected effects of the payment of
assessments on the capital and earnings of in-
sured depository institutions.

““(iv) the risk factors and other factors taken
into account pursuant to paragraph (1) under
the risk-based assessment system, including the
requirement under such paragraph to maintain
a risk-based system.

“(v) Any other factors the Board of Directors
may determine to be appropriate.’’; and

(2) by inserting after subparagraph (C) the
following new subparagraph:

“(D) BASE RATE FOR ASSESSMENTS.—

‘(i) IN GENERAL.—In setting assessment rates
pursuant to subparagraph (A), the Board of Di-
rectors shall establish a base rate of not more
than 1 basis point (exclusive of any credit or
dividend) for those insured depository instit